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By PAUL B. SIMPSON 


Senior Economist, Federal Reserve System, Washington, D. C 


This paper will present some facts about the economy of 
the Pacific Northwest uncovered in studies at the Univer- 
sity of Oregon. Various data on the Pacific Northwest will 
be compared with corresponding information about the 
Swedish economy in order to sharpen the significance of 
the data. 

Sweden has been chosen for comparison because of 
many similarities with the Northwest. Both the Pacific 
Northwest and Sweden are engaged to a large extent in pro- 
ducing and exporting raw materials, particularly wood 
products; both areas are maritime regions: both are im- 
portant hydroelectric producers; and both are deficient in 
the important sources of fuel—coal, gas, and oil. The econ- 
omies are roughly the same size judged by production, 
though the population of Sweden is about 50 per cent 
larger. 

It has been possible to establish the main characteristics 
of the economy of the Pacific Northwest fairly well. The 
region specializes in production of a comparatively limited 
number of commodities and trades very extensively with 
the rest of the United States. Further, it exports consider- 
able quantities to foreign nations. It is a debtor region, 
paying several per cent of its gross product to absentee 
creditors. By incurring this debt, it has been able to pro- 
cure a capital plant which is marvelously productive. 

Fairly satisfactory evidence indicates that the Swedish 
standard of living in 1948 was about half as great as the 
standard enjoyed by residents of the Pacific Northwest. 
Because Sweden was investing very heavily during the 
period, her per capita output was greater than that indi- 
cated by a comparison of the standards of living. Swedish 
output was on the order of 90 per cent of that of the Pacific 
Northwest, and on a per capita basis about 60 per cent. 
Why the Swedish economy was !ess productive than the 
economy of the Pacitic Northwest is a difficult question. 
The evidence is fairly convincing that the terms of trade for 
Sweden and for the Pacific Northwest were essentially 
similar. A unit of export from either region seems to have 
bought about the same amount of imports. However, it is 
clear that Sweden utilized a considerably smaller volume 
of natural resources that did the Pacific Northwest. It is 
also fairly clear that she had a much less highly mechanized 
economy, a fact particularly noticeable in agriculture. 
Which of these two factors, natural resources or capital 
equipment and business efficiency, was the more important 
we have not been able to determine. But the fact is that 
Sweden does not produce as much in relation to her work- 
ing force as does the Pacific Northwest. 





* Paper given at the mecting of the Western Economics Associa- 
tion, Berke'ey, Calif., Sept. 3, 1953. Before resigning to accept a posi- 
tion with the Federal Reserve System, Dr. Simpson was associate 
professor of economics at the University of Oregon. 


This study serves to point up a fact which is becoming 
increasingly clear to economists, namely that the role of 
natural resources in the productive process is inadequately 
understood. 


Balance of Payments, Pacific Northwest. The Pa- 
cific Northwest, as the name is used in this paper, encom- 
passes three states, Oregon, Washington, and Idaho. The 
classification of this area as a separate region is justified by 
a certain degree of isolation created by mountains, the 
Canadian border, and the Pacific Ocean. A special classi- 
fication is also justified by the fact that these states have 
had a rather similar pattern of income variation since 
1920, a pattern which contrasts with that of other states. 
From 1919 to 1932 the three states had a generally declin- 
ing importance in the national economy, but have had an 
expanding importance since that time. The Mountain states 
adjacent to the Northwest had a generally rather similar 
pattern of economic change during these years, but they 
have not grown as fast as the Pacific Northwest since 1933. 


TABLE 1. BALANCE OF PAYMENTS PACIFIC NORTHWEST, 1917 
(millions of dollars) 
Credits Debits 
Commodities within U. S. 2,811 3,043 
Agriculture —..... 456 268 


Materials, except agricultese - 2,216 2,297 
Equipment 139 478 


Balance 
—232 














Commodities, foreign _.. 384 117 
Agriculture, except civilian supply 110 28 
Materials, except agriculture —_._. 274 











Transportation  —.. 208 
Property 
Rent 
Corporate earnings 
Depreciation 




















Federal government sie 
Taxes and receipts — 
Salarie sand wages —......... 
Civilian supply 
Other purchascs —............ 
Social security and misc. . 
State aid 




















+375 


- --— 


5,354 0 


Capital flow 





Total 5,354 





Observe that civil'an supply listed under Federal government consists physically 
of agricultural commodities shipped overseas. 


Tourist expenditures are omitted. Credits from this course are estimated at $217 
million, and debits are probably about the same. These are additional items increas- 
ing both total debits and total credits. 


An asymmetry exists in the treatment of property income. Credits count only net 
receipts of dividends and interest, whereas debits represent gross payments on ac- 
count of depreciation and undistributed profits as well as dividends, interest, and 
rent. 

In this study the year 1947 was chosen for intensive an- 
alysis. for the reason that it is the year of the Census of 
Manufacturers. The balance of payments for the region for 
the year 1947 is shown in Table I. 

An account of how the calculations were made and a 
statement of their degree of accuracy has been published 
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clsewhere.' The details will not be repeated here. Com- 
modity trade was studied by means of transportation data, 
showing the movement of commodities into and out of the 
area. The prices of commodities were obtained from a wide 
variety of sources. The information on commodity move- 
aents by truck is not adequate, but this is probably less 
serious for the Pacific Northwest region than for most 
areas. Transportation data have been carefully compared 
with the data obtained from the Census reports, from agri- 
cultural reports, and from many other sources. The result- 
ing picture of co movements seems reasonably 
consistent, and i» vith the character of the region. 
The larger totals 14s Commodity items are probably ac- 
curate within 10 per cent. 

Noncommodity elements of the balance of payments 
have been derived by using practically all of the available 
comprehensive data on the region. Principal sources were 
payroll records, state income estimates of the Department 
of Commerce, contract construction figures, materials con- 
sumed by manufacturing industries, expenditures and re- 
ceipts of local governments, taxation figures, railway data, 
and state of Washington tax information. These have been 
combined into a general table of transactions among differ- 
ent groups of industries, thus forming a kind of input-out- 
put table for the region. 

Perhaps the most striking characteristic of the economy 
of the Pacific Northwest is the closeness of its relation with 
the rest of the nation and the world. Commodity exports 
from the area in 1947 amounted to $3,330 million, which is 
just about half of the total gross product of the region. In 
other words. for each dollar of goods produced in the re- 
gion. fifty cents worth was exported in commodity form. If 
there are advantages to specialized production, as Adam 
Smith and nearly all economists have claimed, the Pacific 
Northwest has certainly done its part to exploit them. 

About one-third of the exports of the region are agri- 
cultural and food products, about one-third paper and 
timber products, and one-third manufactured miscellane- 
ous products, of which nonferrous metals, aircraft, and in- 
dustrial machinery are important. Imports are more varied, 
but fuels. automobiles. textiles, and food items are im- 
portant. An interesting feature of the trade of the area is 
that it is apparently on a deficit basis with respect to the 
rest of the United States, but on a heavy surplus basis with 
the rest of the world. A U.S. deficit of $232 million in 
1947 was offset by a surplus of $532 million with the rest of 
the world. Government purchases of civilian supply items 
supplied to other governments, principally Japan and 





1 Paul B. Simpson, Regional Aspects of Business Cycles and Spe- 
cial Studies of the Pacific Northwest. University of Oregon, 1953. 107 
p. Mimeographed. 


2 


Korea, were important. [t is obvious that the region has a 
heavy stake in foreign trade. 


Among noncommodity items of the balance of payments, 
we may distinguish property income, tourist trade, trans- 
portation services, and Federal government account. Trans- 
portation of commodities is a large business in the area. 
Since exports from the region are more bulky than its im- 
ports, the transportation bill paid by outsiders is larger 
than that paid by the region, with the result that a con- 
siderable surplus (estimated at $106 million) accrues to 
residents of the region. The importance of transportation 
as a business may be indicated by the fact that it is about 
three-quarters the size of the entire pulp and paper industry 
of the area. 


Tourist travel is another large industry, although smaller 
than transportation. It is estimated to have amounted to 
about $217 million in 1947, in terms of expenditures of 
nonresidents in the regiou. [t appears to have been offset 
by approximately equal travel expenditures of Northwest 
residents in other areas. However, satisfactory figures on 
this point are not available. 


Property income comprises dividends, rents, interest, 
corporate profits, and corporate depreciation allowances. 
As was shown in Table I, total debits on property account 
are $997 million, which is over 15 per cent of the gross 
product of the region. Credits are $506 million, leaving a 
deficit of $491 million on property account. This measure 
of the debtor position of the region, however, is exagger- 
ated to some extent. This is true because depreciation is 
counted as a debit item, whereas depreciation allowances 
might be considered as accruing to the region in which 
they are incurred. Also no allowance has been made for 
the accumulation of undistributed profits earned outside 
of the region by property owned by residents of the region. 
If adjustments were made for these factors, our figures in- 
dicate that the property-account deficit of the region may 
be on the order of only $100 million. Thus we may con- 
clude, on the basis of the calculations under discussion, 
that the debtor position of the region results in a loss of 
between 1.5 per cent and 7 per cent of the total output of 
the region to nonresidents, depending upon how you look 
at depreciation allowances and undistributed profits as a 
part of property income. 


Consideration of transactions by residents of the region 
with the Federal government presents difficulties of fact 
and theory. A satisfactory discussion of the subject must 
be based on a theory of incidence of taxation, something 
that cannot be gone into here. We may note that total pay- 
ments to the government amount to $1,095 million, which 
is some 16 per cent of the total gross product of the region. 
These payments comprise $48 million for stumpage and 
electricity and $1,047 million for taxes, including social- 
security taxes. Total Federal taxes paid by the region are 
2.4 per cent of such taxes paid by the entire country. The 
total earnings by residents of the region amount to 3.2 per 
cent of the nation’s income payments. It is clear that the 
region has a rather satisfactory arrangement with Uncle 


Sam and the rest of the nation, since it pays a smaller per 
cent of taxes than its income situation would dictate.” 





* These tax estimates for the region include corporation taxes 
paid on all business done in the areas, regardless of where the taxes 
are paid. 
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Total expenditures of the Federal government to resi- 
dents of the region were $1,070 million. Thus the region 
more than pays its way as far as total expenditures of the 
government for all purposes, including investment in hy- 
droelectric power in the area, are concerned. It is likely, 
however, that the region does not contribute as much to the 
maintenance of the total Federal establishment, in propor- 
tion to its income, as do other regions. 

On capital account, some inflow into the area appears to 
have taken place. The vear 1947 was a year of large invest- 
ment in the nation and in the region, but it was less intense 
in the rezion than in the nation. The bulk of the private in- 
vestment was financed within the region, but somewhere 
between 15 per cent and one third was financed by capital 
inflow, the figure depending again upon the view which is 
taken of depreciation. 

In general, we can say of the region in 1947 that it was a 
year of high income and prosperity, and that the region 
specialized to an amazing degree in production of com- 
modities which it traded with other regions of the United 
States and with the world. The distance of the Northwest 
from other regions of the United States would make one 
suspect some degree of self-sufficiency; but such a sus- 
picion is ill-founded as far as commodities are concerned. 
The region is a debtor area paying some tribute to the rest 
of the nation, and the amount of that deficit was probably 
increasing somewhat in the year 1947. Finally, it may be 
noted that the region fares very well in its relation to the 
Federal government, as has long been suspected by resi- 
dents of the Atlantic Coast. 


Swedish Balance of Payments. For a comparison be- 


tween Sweden and the Pacific Northwest, Swedish data for 
1948 rather than for 1947 have been used. This change was 
made because the large deficit, which Sweden ran with the 
rest of the world after the war. began to taper off in 1948, 
with the result that 1948 seems somewhat more representa- 
tive of Swedish conditions. The pertinent data of the bal- 
ance of payments appear in Tables II, III, and IV. 


TABLE Il. BALANCE OF PAYMENTS 


Sweden, 1948 Pac. N.W., 1947 

(million kroners) (million dollars) 

Commodities 
Exports 
Imports 


snceanee +3,990 


+3,595 
—3,160 








Services 
Property _ + 19 
Other —_ + 345 


— 491 
— 309 


+ 375 








Capital __...... oe + 398 








Although Sweden was a capital importer in 1948, it was 
not a debtor nation—as indicated by the slight surplus that 
it enjoyed on property account. Sweden is very much more 
self-sufficient than the Pacific Northwest. Its exports of 
commodities amount to about 15 per cent of its gross na- 
tional product, while those of the Pacific Northwest amount 
to 51 per cent of its total product. 

Sweden specializes in wood products for export even 
more than does the Pacific Northwest. Nearly half of her 
exports in 1948 were composed of such products, whereas 
only about a third of those of the Northwest in 1947 were 
such items. Pulp and paper are more important than lum- 
ber, by far, for Sweden. while the reverse is true for the 
Northwest. Ores and metals constitute about 20 per cent 
of Swedish exports and about 10 per cent of the North- 
west’s. The large difference in exports of the two regions is 
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TABLE Il. SWEDISH BALANCE OF TRADE, 1948 

- Per Cent Gross 

National Product 
Imports Exports 


Millions of Kroner 

Imports Exports 

Food and agricultural prod. —... _ ——— 142 3.3 
Ores wibesiabies sindnsennentnnpeneneneveeananintionennets 69 312 a 
Fuels NdéEE ema We 4 3.6 
Lumber and products ialpininanlabtinniel ' 76 451 3 
Pulp and paper —_ snounesan 24 1,571 1 
Textiles - svuncensumineseasenis on 816 33 3.3 
Metals and products ..... pommeunememenn: (ie 454 2.5 
a 478 2.0 
EN . 147 38 6 
Aircraft and railway equip. —.......................... 129 237 5 
Others cP Teenns Te 259 2.7 


4,945 





_—— - -_— 


Total 3,979 19.2 


in agricultural products, since the Swedish economy pro- 
vides little exports of these items and considerable imports, 
whercas the Northwest exports large quantities, and more 
than it imports. 


TABLE IV. PACIFIC NORTHWEST BALANCE OF TRADE, 1947 


Per Cent Gross 
Regional Product 
Imports Exports 
Food and agricultural prod. — 0-0... 908 1,303 13.4 19.2 

Ores . ssvnainineniinsnianebadesentsadelainesnitaaieeiie 95 21 1.4 
GE . sindninimitirioninnmae ae 12 4.4 
SA 200 CEG coins: Be Te 1.0 
Pulp and paper —........... en 79 266 1.2 
Textiles —_ 239 25 3.5 
Metals and products —__. —— we 325 3.6 
Machinery —.. 385 125 5.7 
0 a 62 3.8 
Aircraft and railway equip. -......................... 45 155 7 
een 543 251 8.0 


Milions of Dollars 
Imports Exports 


eo w 














— oe 
“wie rmDdode ©O~189 & 





| wh 


--— -_—~ —_ — 


. 3,165 3,473 46.6 51.2 


Total 


Standards of Living. We must make clear at the out- 
set that we cannot compare the relative happiness of the 
Swedish and Northwest people. In comparing standards of 
living. we refer to that quantity of production required to 
provide the consumption of the two regions. The 6.670.000 
Swedes of 1948, working with their productive machinery 
and enjoying the terms of trade with other regions which 
they did enjoy, could have provided 6.670.000 average 
Northwesterners with the things which they consumed in 
1947 at some reduced level of living. Similarly the 4,500.- 
000 residents of the Pacific Northwest, enjoying the pro- 
ductive mechanism and terms of trade which they enjoved 
in 1947, could have provided a like number of Swedes with 
the products which they consumed in 1948 at some in- 
creased level of consumption. These two comparisons, 
based on the productive capacities of the two regions, pro- 
vide a method of comparing the standards of living of the 
two regions. The difficulty with this conception, as | have 
pointed out e!sewhere,” is that of defining the transierabil- 
ity or mobility of resources. Such fluidity depends upon 
the degree of foresight exercised by individual economic 
units in planning their training of labor and their forms 
of capital equipment. We shall be content to assume rather 
fluid capital and human resources, and shall not enter into 
this problem here. With fluid resources, marginal costs are 
a measure of alternative products; and, if we assume that 
marginal costs equal prices. we have a method for compari- 
son of regional economies. 

Consider the per capita food consumption of the Swedish 
people when valued at United States retail prices. We have 
taken the items of flour. milk. beef, etc. consumed by the 
Swedish people and valued them by applying United States 
retail prices, as shown in Table V. 


3“Transformation Functions in the Theory of Production In- 
dexes,” Journal of the American Stat’stica!l Association, June 1951, 


pp. 225-232. 
3 





TABLE V. PER CAPITA FOOD CONSUMPTION SWEDEN, 1948 
(U.S. retail prices, in cents, excluding excise taxes) 


Lbs. or Lbs. or 

Ors. Price Ots. Price 
Flour a 9.6 CC  ———————————————— 100.0 
DT caneskeemennen Ge 25.0 Milk ee 9.) 
CC 8.0 SS 125.0 
Rice . 2 5.8 CQ 80.5 
EE cicussnnecumeniy ...e 15.0 Margarine _.... —— 40.0 
CC 20.0 CC Se 59.0 
Bakery goods 12.0 60.0 a 60.0 
Ee — 25.0 —— EE 50.0 
Potatoes Ol 5.0 eee 9 60.0 
Reet crops ........... 356 10.0 a 60.0 
Beans, peas ........... 4.0 16.0 Cured pork .............. 35.3 70.0 
RD ctinetesadennecimsccne TPE 15.0 xe 4.0 55.3 
Native fruit ......... 964 15.0 — xa - 231 46.8 
South. fruit : 26.7 10.0 Fish: 
iS EEE 3.1 25.0 en 4.4 50.0 
a 9.7 ER ete, Se 30.0 
PG amuses fe 12.0 DT dnineimetntetmeen Tee 17.0 
a 80.0 NO aE 17.0 
aE 50.0 Se GD Ghani Gee 20.0 
—— 5 200.0 Dist. opisite ............ 5.4 314.0 
x 46.9 ae 1.1 60.0 
ED deine .03 20.0 Tobacco 3.3 120.0 


Sources: Statistical Yearbook for Sweden, 1951; U. S. Bureau of Labor Statistics. 











We have excluded excise taxes on alcoholic beverages 
and tobacco in order to make prices more nearly reflect 
marginal costs of production. The per capita value of 
Swedish food consumption is $343. Since the “average” 
person in the United States spent about $424 per person 
for food in 1947, we may calculate that the Swedes enjoyed 
a diet about 80 per cent of that of the average person in the 
United States. 

However, the Pacific Northwest apparently had a better 
standard of living than the United States as a whole; the 
evidence is not conclusive, but certainly suggests this con- 
clusion. The consumption of liquors and tobacco was about 
the same in the region as in the nation. The consumption of 
meat was about the same in pounds, although the North- 
west’s greater preference of beef to pork was manifest. 
Fluid milk consumption by our measures was 460 pounds 
per person in the region, and 398 pounds per person in the 
United States, a difference of 30 per cent. Sugar consump- 
tion was 121 pounds per person, as against 91 pounds 
nationally. Bearing in mind the abundance of fruits and 
vegetables in the region and noting the greater value of re- 
tail sales of food per person in the region than in the nation, 
it would appear that the Northwest consumed about 8 per 
cent more per person than did the nation. This would imply 
that Sweden enjoyed about three-quarters of the food per 
person enjoyed in the Pacific Northwest. 

If we turn the comparison around, we get a slightly dif- 
ferent result. Here we value the per capita food consump- 
tion of basic items such as flour, cereal, meat, and milk 
consumed in the United States rather than those consumed 
in Sweden. We find that a bill of goods costing $306.50 in 
the United States costs 1.088 kroner in Sweden. Since the 
average American spent $424 for all type of food in 1947, 
and the average Swede spent 890 kroner for food in 1948, 
we may calculate that food consumption in Sweden was 59 
per cent of the level maintained in the United States or 55 
per cent of the level for the Northwest. This figure differs 
considerably from the 75 per cent calculated on the basis 
of the Swedish diet. The reason for the difference is that 
items which are cheap for Swedes, such as milk and fish, 
are more abundantly used in Sweden than in the United 
States: and items which are relatively expensive for 
Swedes, notably fruit and vegetables, are consumed by 
them in small amounts. Consequently the Swedes would 
find it much more expensive to buy the American diet than 
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their own. To put the matter another way, the Swedish 
economy is much more efficient at obtaining the things 
Swedes consume than in providing the things Americans 
consume. 

In the case of clothing, we are forced to use as a measure 
of real consumption pounds of fabric, that is, cotton, rayon, 
and wool cloth utilized. We find that Sweden consumed 
about 5.7 pounds of wool cloth per person in 1948, while 
in the United States about 3.1 pounds of wool cloth were 
utilized in 1947. In cotton cloth, however, the figures are 
25 pounds in the United States and 2.1 pounds for Sweden. 
There is not much of a problem in combining these dif- 
ferent types of cloth into a single textile measure, since the 
relative prices of the three types of fabrics are very nearly 
the same in Sweden and in the United States. The relative 
sacrifice or alternative costs of substituting one cloth for 
another in terms of industrial productivity is about the 
same. We find that the Swedes enjoyed about 64 per cent 
of the cloth per person enjoyed by the people of the United 
States, while relative to the Pacific Northwest, the relation 
is about 60 per cent. 

In the field of housing, it is not easy to measure the phys- 
ical product of consumption. The number of rooms per 
person seems about the best measure. The difference in the 
character of rooms is impossible to assess with any satis- 
faction. Probably the rooms of the Northwest are a little 
larger. and probably the rooms of Sweden are a little better 
constructed. There is very little to go on, so one must be 
content to assume that a room is a room is a room. Accord- 
ing to the 1950 Census of Housing, there were about one 
and three-quarters rooms per person in the Northwest. Ac- 
cording to the Swedish Census of 1945, there was about 
one room per person. Thus, the Swedish standard is, on 
this basis, about 60 per cent that of the Northwest region. 

In our comparison of standards of living, we have found 
that, for food, the Swedish standard ranges between 55 to 
75 per cent of that of the Pacific Northwest, depending 
upon how the comparison is made. For clothing and hous- 
ing we have found a relation of 60 per cent. Let us assume, 
provisionally, that all three groups of items amount to 60 
per cent, and that the three items together give a means of 
measuring the true conversion ratio of the kroner to the 
dollar for other groups as well as for these three. Under 
these conditions, we can use the expenditures by persons 
in Sweden and in the Pacific Northwest to determine the 
relative standard of living for all components. The three 
items of food. clothing, and lodging account for a much 
larger percentage of all consumer expenditures in Sweden 
than in the Pacific Northwest. The figures are on the order 
of 73 per cent for Sweden and 61 per cent for the North- 
west, as indicated in Table VI. 


TABLE VI. PER CAPITA CONSUMPTION EXPENDITURES 


Sweden, 1948 Pac. N.W ., 1947 
Kroner Per Cent Dollars Per Cent 

Food Seciaieiebhcainieaiaaiaesdim ——— 45.9 468 38.5 
Lodging ee: 9.1 100 8.2 
a 438 18.4 175 14.2 
I aE ‘ 30 2.4 
a EE . 130 10.6 
oe ‘ oe: = ° 317 26.1 





Total 1,220 100.0 


Sources: Statistical Yearbook for Sweden, 1951; Regional Aspects of Business 
Cyeles and Special Studies of the Pacific Northwest, by the author; U. S. Depart- 
ment of Commerce personal consumption expenditures. 


If we combine this fact with the assumed 60 per cent re- 
lation for the three groups of items examined, we shall find 
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that, for items other than food, clothing, and lodging, the 
Swedish standard of living amounts to 34 per cent of that 
of the Pacific Northwest. The much lower expenditure upon 
the part of the Swedes for automotive transportation and 
for durable goods (such as refrigerators, electric stoves, 
and the like) accounts in the main for this difference. Va- 
rious other data give general credence to this finding. For 
example, the use of residential electricity is just over three 
times as great per person in the Pacific Northwest as in 
Sweden—180 k.w.h. per person in Sweden and 575 k.w.h. 
in the Northwest. Gasoline consumption in the Northwest 
is some eight times as large as Sweden’s; and, even if you 
count motorcycles as equivalent to automobiles, the North- 
west’s ownership is six times as large as Sweden’s. An ex- 
ception is telephone ownership; the per capita figure is 
about the same in the two countries. It is quite likely, too, 
that medical services, especially of the public health va- 
riety, are as abundant or more so in Sweden as in the 
United States. 

The general indications from the argument so far are 
that Sweden’s standard of living is just about half that of 
the Pacific Northwest. If we allow for the different possible 
food comparisens, and for general defects in the study, a 
range of 45 to 60 per cent would be a realistic statement. 

The items of consumption which have been considered 
so far do not cover the whole range of consumption in the 
broadest sense of the term “consumption.” In the broadest 
sense, consumption becomes identical with production, 
since anything that is produced has significance for con- 
sumption and enjoyment in some indirect or deferred sense 
or other. The items so far not considered are chiefly gov- 
ernment services and investment. The item of government 
service is of special interest because of the well-known ex- 
tensive social insurance and service functions of the Swed- 
ish state government. The different position of Sweden as 
regards national defense is also of interest. The chief means 
that we have for examining these questions are gross 
product estimates, shown in Table VII. 


TABLE VII. GROSS PRODUCT 


Sweden, 1948 
Billion Per 


Pac. N.W ., 1947 
Million Per 
Kroner Cent Dollars Cent 

Personal consumption —............__.___ 17.40 63.4 5,215 76.8 
Government current expenditures .. 2.85 10.3 914 13.4 
Gross public domestic investment _. 2.44 8.9 207 3.1 
Gross private domestic investment _. 5.29 19.3 829 12.2 
Net foreign investment -.47 -1.7 -375 -5.5 


6,790 





----—— 


27.51 


100.0 


Total _— 100.0 





The ratio of government services to consumption in the 
two regions under examination is about the same. It thus 
appears that, if we were comparing Sweden with the United 
States as a whole, which probably maintained in 1947 a 
considerable larger armed force per capita than did the 
residents of the Pacific Northwest within their borders, 
Sweden would have a less total outlay for government rela- 
tive to its income than did the United States. The lowness 
of the Swedish expenditures for armed forces is probably 
the chief reason for this,* though the relative unimportance 
of highways in Sweden was undoubtedly also important. 
The conclusion concerning the similar relation of govern- 
ment services to consumption in Sweden and the Pacific 
Northwest can be verified to some extent by employment 





4 Swedish expenditures for defense in 1948 were about 756 mil- 
lion kroner, less than 3 per cent of gross national product, as com- 
pared to more than 4, possibly 5 per cent, for the United States, 
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figures, though the data are not satisfactory, especially for 
Sweden. 

According to gross product figures, investment in Swe- 
den was considerably more important, relative to consump- 
tion, than in the Pacific Northwest. Some support of this 
statement is obtained from residential construction data. 
which indicate that 44,000 new dwelling units were con- 
structed in Sweden, while those constructed in the Nortb- 
west could scarcely have exceeded 20,000.° Some 17.6 per 
cent of the gross product of Sweden appears to have been 
devoted to private investment, as contrasted with 6.7 per 
cent for the Northwest. 

If we are willing to assume that consumption in Sweden 
is about half as great per person as for the Northwest, and 
if we assume that physical production per money unit ex- 
pended is the same in each country for investment and gov- 
crnment service as for consumption, we have a means of 
computing the relative total product of the two regions. 
The computation indicates that Sweden’s output was 91 
per cent of that of the Northwest. On a per capita basis. 
however, Sweden’s output per person was 61 per cent of 
that of the Northwest. If we had converted gross products 
of the two regions directly, using the official exchange rate 
of 3.6 kroner equal one dollar, we should have found that 
the physical product in Sweden was 113 per cent that of 
the Northwest, as contrasted wth 91 per cent found above. 
In this basis the kroner was overvalued. 


Agriculture. The crops of Sweden and the Pacific 
Northwest are quite similar, the chief differences being 
(1) that Sweden produces more of grains other than wheat 
and less wheat than we do, (2) that Sweden concentrates 
on milk production, and (3) that Sweden produces much 
less fruit and truck crops than does the Northwest. A cal- 
culation of the relative total agricultural output of the two 
regions is shown in Table VIII. 


TABLE VIII. AGRICULTURAL PRODUCTION— 
SWEDEN 1948 AND PACIFIC NORTHWEST 1947 


Production (1,000 short tons) 
Sweden Northwest 

Wheat 770 3,729 
Other grain 2,075 1,127 . 68 
Sugar beets 2,475 1,761 14 
Potatoes 2,505 1.370 100 
Peas and beans _...... 4 425 
ee 2,500 2,035 116 
Cattle 153 347 400 
Calves 68 26 400 
Hogs 307 91 450 
Eges 152 92 1,032 
Poultry 29 60 800 


Vaiue of above items: Sweden, $1,201 millon; Nerthwest, $1,053 million. Per 
cent of total agricultural income represented by above items: Sweden, 91; Northwest, 
64. Computed value of all crops and livestock: Sweden, $1,320 m-llion; Northwest, 
$1,639 million. Ratio, Sweden to Northwest: .81. 


Price 
(dollars per ton) 
$ 78 



































Individual crops have been weighted with prices which 
are approximations of the export price of agricultural 
crops in the Northwest in 1947. Swedish prices were not 
available. Output data and value data were available for 
Sweden, but the classifications used for the two sets of data 
were not sufficiently comparable to permit computation of 
price. It is not likely that the differences in price ratios are 
large. According to the computations made, agricultural 
output in Sweden was 8&1 per cent of that of the Pacific 
Northwest. 

Contrast these facts: The farm population of Sweden 
was over 2.000.000: that of the Northwest about 600.000. 





5 Computed roughly from permit values of $95,000,000 at $5,000 
per residence. 


) 





The agricultural output per person was over four times 
larger in the Northwest. One reason for this difference is 
that total land in crops is nearly 25 per cent greater in the 
Northwest—11 million acres, as compared to 9 million 
acres in Sweden. Pasture lands are much more abundant 
in the Northwest. The number of tractors on farms in the 
Northwest is some four times as great as in Sweden. It is 
likely that the use of mechanized methods is the primary 
reason for the greater output of farms in the Northwest. It 
is true that this employment of mechanized methods means 
that the region is dependent upon outside sources of supply 
for gasoline, machinery, chemicals. and the like. so that 
our figures do not make due allowance for the net value 
contribution of the two regions. Nevertheless. the astonish- 
ing productivity of the Northwest appears to be evident 
after all the qualifications are made. This conclusion, if 
valid, is significant, since agriculture is important in both 
economies, though more so in the Pacific Northwest than 
in Sweden. Relative to gross product, agriculture amounts 
to some 11] per cent in Sweden and 18 per cent in the Pa- 
cific Northwest. 

Although output per person is much larger in the North- 
west than in Sweden, it does not follow that agriculture is 
more “efficient.” Given the facts of a large population and 
smaller resources, Sweden may find it efficient to employ 
labor-using methods of production. This, indeed, is the 
question that we should like to answer. But we must be con- 
tent here to point out the fact of the difference in output 
per person. 


Wood Products. The total quantity of commercial for- 
est land is about the same in Sweden as in the Pacific 
Northwest, about 56 million acres. Off this land, Sweden 
cut about 40 per cent as much wood as did the Northwest. 
The amount of “overcut” in both countries is a matter of 
dispute. However. if we accept the U.S. Department of 
Agriculture estimate that growth in the Northwest is about 
5 billion board feet annually, and assume that the Swedish 
cut is very near the growth. we find that the Swedish and 
Northwest growth are about the same—5.5 billion board 
feet having been cut for pulp and lumber use in Sweden in 
1948. Thus the greater cut in the Northwest apparently 
came from overcutting, not from superiority of forest re- 
soUIces. 

The total pulp production of Sweden appears to have 
been about 4.5 million tons, while that of the Northwest 
was about 3.6 million tons. Tctal employment in pulp and 
paper mills (excluding processing of paper) was 43.000 in 
Sweden and 18.000 for the entire paper group in the North- 
west. Output per worker is twice as great for the North- 


west; this is a crude figure, of course, because paper and 
pulp are of many grades and kinds. However, two factors 
in this calculation actually understate the productivity of 
the Northwest worker. One is that the employment total is 
for a larger classification in the case of the Northwest. The 
other is that the proportion of pulp exported without pro- 
cessing was just over one-half for Sweden but only about 
one-fourth for the Northwest. The evidence is very strong 
that output per worker was much greater in the Northwest, 
and supports previous findings in this regard. 

In the case of lumber, we find the Northwest producing 
nine times as much as Sweden. Employees were 3.7 times 
as many. However, the amount of planing and millwork per 
unit of lumber was probably much greater in Sweden than 
in the Northwest. One cannot draw any inferences regard- 
ing productivity, but the evidence certainly does not con- 
tradict the belief that productivity is greater in the North- 
west. 


Metals. Total ores and concentrates produced in the 
Northwest were worth only $23 million in 1947, about one- 
third of 1 per cent of the gross product of the region. Zinc 
and lead were the chief metals. However there was, in ad- 
dition, a considerable smelting of nonferrous metals, a 
large production of aluminum from imported concentrates, 
and some unknown quantity of steel production. Total 
gross exports of metals amounted to $273 million, 4 per 
cent of the gross product. 

In Sweden the value of or ‘mounted to 342 mil- 
lion kroner, about 2 per cent »roduct. A very large 
share of the Swedish ores are exported; in regard to ores, 
Sweden is much more of a raw-material region than is the 
Northwest. Swedish steel production amounted to 1.4 mil- 
lion short tons, which is not large by American standards. 
The Pacific Northwest probably produced a sizable frac- 
tion of that amount. 

It is impossible to compare 
in the mining industries becaus« | 
ucts of the two regions. 


Juctivities of workers 
ie differences in prod- 


Difference in Productivity. The reason that the 
Northwest produces more material goods per capita than 
Sweden is probably one or more of the following: (1) bet- 
ter terms of trade. (2) better resource base, (3) better 
capital equipment and business organization. What can 
we say about these? 

The barter terms of trade as revealed by external trade 
data ci both segions are shown in Table IX ‘The table 
shows the amount of various products which could be pro- 
cured by sale of one physical unit of various export com- 
modities. The export commodities selected are pulp, paper, 


TABLE IX. BARTER TERMS OF TRADE—SWEDEN 1918 AND PACIFIC NORTHWEST 1947 





Sulphite 
Pulp 
NEI. Swdn. NG. 


_ 
Mechanical 
Pulp 
Imports NW. 
Steel 
Hot rolled — _.. 
Cold rolled 
Cotton ia 
Cotton cloth —.... 
Tractor (unit) : 
is 
Coffee, green 
Citrus fruit —. 
Gasoline 
Crude oil 
eee See 


~” 
E 
~ 
= 


14.3 14.8 15.0 
11.4 8.9 12.0 
1.6 2.1 1.7 
4 5 5 
7 1.2 8 
1.7 2.3 1.8 
2.0 2.0 2.1 
14.6 7.3 15.3 
30.0 44.6 31.6 
81.4 70.9 85.7 
126.7 92.7 133.4 


_ Pp 
NONUWYkKi ew 


ve oV eS = = 
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Exports 


Paperboard 





~ 

Planed 

Tim her 
Swdn. 


W riting 
Paper* 
Swdn. 


Newsprint 
: Swdn,. 


Swdn. 


z 
be 


22.3 
13.4 
3.1 
8 
1.8 
3.4 


15.6 31.6 
9.3 19.0 
2.2 ‘ 4.5 

5 ‘ 1.1 
1.3 os 2.6 
2.4 : 4.8 

3.9 2.7 , 5.6 
11.0 7.7 15.6 
68.0 23.7 16.9 95.3 

106.7 64.3 74.6 151.5 

139.4 100.0 97.5 198.1 
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*Plywood has almost the same barter terms as writing paper. Sweden has slightly lower terms, the Northwest about the same.’ 
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and timber, since these are commodities exported in vol- 
ume by both regions. The import commodities selected are 
cotton, cotton cloth, steel, tractors, auto parts, coffee, cit- 
rus fruits, gasoline, crude oil, and coal. These are im- 
portant import commodities of both regions which can be 
measured in physical units, and thus can be used for com- 
parative purposes. No consistent striking difference in the 
terms of trade appear in Table IX. I would guess, in fact, 
that Sweden had a little the best of it. She is much worse 
off in the case of citrus fruits and coal, but better off in 
gasoline, auto parts, and tractors. It is noteworthy that, 
though Sweden appears to be the worse off in buying coal 
than we are, she relies much more heavily on coal and less 
on fuel oil for fuel purposes than the Northwest. This is 
probably a result of past adaptations of capital in both 
regions to their respective fuels. In any event, we find no 
evidence that Sweden enjoys worse terms of trade than the 
Pacific Northwest. 

The general position of natural resources is as follows: 
(1) Sweden has about 82 per cent as much crop land as the 
Pacific Northwest. (2) It has about the same amount of 
forest, but cuts it more conservatively, so that the total cut 
was 40 per cent of that of the Northwest. (3) Hydroelectric 
power production in Sweden is about 60 per cent of that of 
the Pacific Northwest. (4) Mineral resources, other than 
iron ore, are of some importance in both regions, but are 
not of major importance in either locality. The Northwest 
produces about twice as much as Sweden. The iron ore 
deposits of Sweden are valuable, and not matched by any- 
thing in the Northwest. (5) The chief remaining natural 
resource of both regions is the oceans and the fish in them. 
There appears to be plenty of ocean for both regions. Fish 
production is considerably larger in Sweden. 

We come now to the question we cannot answer—to 
what extent is Sweden’s economic position relative to the 
Northwest due to larger population operating with fewer 
natural resources, and to what extent it is due to less ef- 
ficient capital and organizational factors. An answer to this 
question would require information about production func- 
tions and about the quantities of productive factors which 
we do not possess. 

Let us be content with two extreme arguments. First, 
suppose that resources alone determine total production 
(we here exaggerate the importance of natural resources). 
Then, since Sweden appears to have 60 per cent of the re- 
sources and 150 per cent of the population of the Pacific 
Northwest, she would have a per capita production of 40 
per cent of that of the Pacific Northwest. We have seen that 
she does better than that. 

As a second extreme argument, we may assume that an 
increase in natural resources of Sweden, other factors con- 
stant, would have increased the product in proportion to 
the income derived by natural resources. This assumption 
is equivalent to assuming that the marginal product of 
natural resources does not decrease with increased propor- 
tions, and that the marginal product of labor and capital 
items does not increase with higher proportions of resource 
factors. This assumption will understate the importance of 
natural resources, since natural-resource ownership is a 
minor part of national income in Sweden. Consequently 
the overstatement is much less important than the under- 
statement, and an income comparison will understate the 
importance of natural resources. 
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Now the total value of income that was derived in 1948 
from ownership of agricultural lands, power sites, and 
timber lands in Sweden seems to have been no more than 
1,200 million kroner or 4.7 per cent of gross national 
product.® If resources were increased two and one-half 
times to bring them up to the level of the Pacific Northwest 
on a per capita basis, and if the marginal importance of 
resources remained constant, total product of Sweden 
would be increased 3,000 million kroner, or 11 per cent. 
The per capita output of Sweden in this new condition, 
assuming natural resources equalized, would be 67 per cent 
of that of the Pacific Northwest. Of course, this calculation 
is rough and is based on the assumption that the Swedish 
economic system allows natural resources to receive the 
value of their marginal product, which may not be true. 
The implication of the argument is that resources do not 
explain the bulk of the higher productivity of the Pacific 
Northwest. Rather it would be the increased efficiency of 
capital equipment and means of doing business which 
would account for about thirty-three out of thirty-nine 
points difference in per capita output. 

We may feel fairly sure that the truth lies somewhere 
between the limits found for the importance of capital and 
business efficiency. These limits are 0 and 85 per cent. The 
unsatisfactory nature of the result serves to dramatize the 
need for knowledge about production functions and par- 
ticularly for more knowledge about the importance of nat- 
ural resources in the production process. Unfortunately, 
we cannot decide objectively, on the evidence here amassed. 
how well the region of the Pacific Northwest is performing 
as a result of its close relation to the economy of the United 
States, its debtor position, and the capital it commands. 





Cash dividend payments by American corporations issu- 
ing public reports amounted to $1,235 million in Septem- 
ber 1953, 6 per cent above the $1,166 million paid out in 
the same month a year ago. Disbursements by manufactur- 
ers were 4 per cent higher than in September 1952. This 
advance was largely a reflection of a shift in payment dates. 
A number of firms which last year paid dividends in 
August made payments this year in September instead. The 
nonmanufacturing industries expanded their dividend pay- 
ments 9 per cent over September 1952. About half of the 
rise occurred in the heat, light, and power group, where 
there were increases both in dividend rates and in the num- 
ber of shares outstanding. In the first nine months of 1953, 
publicly reported cash dividend payments amounted to 
$6,045 million, or 4.5 per cent more than in the first nine 
months of 1952. 





6 Computed as forest land, 230 million; agricultural land, 700 
million; minerals, 100 million: and electric power, 120 million. 


PORTLAND FOOD PRICES 


Lack of space necessitates the elimination for this 
issue only of the Portland food-prices table. The 
data show that, of 70 foods priced in Portland in mid- 
November 1953, 34 were lower than mid-October, 2] 
were higher, and 15 were unchanged. The most inter- 
esting price movement was the decline in meat, bacon 
accounting for the largest drop—12 cents. 
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CURRENT BUSINESS TRENDS IN OREGON 


Employment. Although September 1953 marked the high- 
est volume of employment in Oregon’s history, seasonal unem- 
ployment began to be noticeable nearly a month earlier than us- 
ual. Oregon’s rate of insured unemployment compensation claim- 
ants jumped over the 4 per cent mark in the last week of October, 
about double the national rate, and taccording to the Oregon 
State Unemployment Compensation Commission) threatened to 
go much higher before the peak is reached in late January or 
February 1954. 

The unusual increase in job seekers has been characteristic of 
the western part of the state and of Hood River and Milton-Free- 
water. The state unemployment offices reported 27,311 persons 
actively seeking work November 1, 1953, compared to 19.635 Oc- 
tober 1 and 18,995 November 1, 1952. As would be expected, the 
greatest number of unemployed came from the lumber, construction, 
and canning industries. 


ing Materials and Construction Division of the U.S. Department of 
Commerce estimated that 1954 new construction would be 2 per 
cent less than the 1953 total. This would seem to indicate a con- 
tinued high use of lumber. 


Department-Store Sales. Sales of Portland department stores 
have been running below the levels of last year. The percentage 
changes in the value of sales compared with corresponding periods 
a year ago are shown below for Portland and other Pacific Coast 
cities: 
Week Ending 4 Weeks Ending Calendar Year 
Nov. 14, 1953 Nov. 14, 1953 to Nov. 14, 1953 

Portland = § +1 

Los Angeles —... =» 6 +2 

San Diego . —ll 

San Francisco-Oakland ——........... — § 

Seattle . . — 6 

Spokane — 5 

United States — 1 




















Lumber. The West Coast Lumbermen’s Association reports that 
a sharp increase in orders which began late in September 1953 
continued through October and has resulted in the industry's un- 
filled-order file being about the same size as last year, and its in- 
ventories only slightly higher. The statistical position of the indus- 
try for October was as follows (all figures in thousands of feet, 
board measure) : 


Multnomah County Real-Estate Transactions. During Oc- 
tober 1953 there were 1,102 real-estate transactions, amounting to 
$8,879,291, in Multnomah County. Of these, 789 involved residences, 
the sales price of which was $7,049,968; 270 were vacant proper- 
ties, $595,581; and 43 were business properties, $1,014,131. Addi- 
tional figures are: 

Oct. 1953 
190,759 
187 828 
194,935 
715,137 

1,033,405 


Oct. 1952 
208,120 
72,810 199,815 
181,516 204,896 
746,411 757,978 
1,051,783 2,416 


Sept. 1953 
183,058 


Oct. 1953 
Number of sales 1,102 2,177 
Value of sales $8,879,291 $10,639,455 
Number of mortgages 914 946 
Amount loaned ............... ........ $6,968,592 $6,518,118 
Number of sheriff's dood 3 1 
Amount of sheriff's deeds —.. $8,213 $4,467 
Average residential sales price $8,935 $9,106 


Sept. 1953 


Oct. 1952 
1,539 
$12,451,718 
1,207 
$8,525,471 
3 


Average weekly production 
Average weekly orders — 
Average weekly shipments — 

Unfilled orders, end of month 
Inventories, end of month 
































$53,116 


In mid-November the Bureau of Labor Statistics and the Build- $ 8,904 





BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Payment for approximately 90 per cent of all goods, property, and services is by 
check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level of 
prices. The Bureau of Business Research collects bank deposits from 124 banks and branches monthly. On occasion, the totals for the same month in different issues of the 
Oregon Business Review are not dirctly comparable because of necessary adjustments in basic data. 


Number of 
Banks 
Marketing Districts Reporting 


Oregon 117 


Debits 
Oct. 1953 


$1 299,803,416 


Debits 
Sept. 1953 


$1,283,769,454 


Debits 
Oct. 1952 


$1,420,809 ,477 


Oct. 1953 Compared with 
Sept. 1953 Oct. 1953 


+ 1.2 — 8.5 








Portland (Portland, Hillsboro, Oregon City, etc.) 
Lower Willamette Valley (Salem. McMinnville, ete.) —— 
Upper Willamette Valley (Albany, Corvallis, Eugene} ——.___ 
North Oregon Coast (Astoria, Tillamook, ete.) —- 
Douglas, Coos, Curry counties . 7 
Southern Oregon (Ashland, Medford, ‘Com Pass). sa 
Upper Columbia River (The Dalles, Hood River, ete.) ~ 
Pendleton area ...... = 

Central Oregon (Bend, Prineville, Redmond) ... ——v ; 
Klamath Falls, Lakeview area 
Baker, La Grande area 
Burns, Ontario, Nyssa 






































33 
14 
17 
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790,368,042 
112,814,310 
122,490,860 
24,984,851 
45,433,208 
58,890,484 
29,523,626 
25,570,521 
24,311,450 
31,198,270 
17,713,902 
16,503 892 


BUILDING PERMITS 


773,457,492 


99,462,695 
123,684,209 
26,772,208 
44,581,953 
70,535,954 
27,187 ,982 
31,027 ,605 
22,100,570 
33,773,575 
14,943,082 
16,242,129 


882,429,114 
107,473,041 
136,951,533 
27,950,350 
46,275,595 
62,593 ,813 


* 27,713,871 


28,512,047 
28,069,111 
36,646,807 
17,589,830 
18,604,365 


+ 2.2 
+13.4 
— 1.0 
— 6.7 
+ 1.9 
—16.5 
+ 8.6 
—17.6 
+10.0 
— 7.6 
+18.5 
+ 1.6 


—10.4 
+ 5.0 
—10.6 
—10.6 
— 18 
— 5.9 
+ 6.5 
—10.3 
—13.4 
—14.9 
+ .7 
—11.3 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken, in interpreting these data, to allow 
for the lag which may elapse between the issuance of the permit and the beginning of actua! construction. The data have been collected by the Bureau of Bus’ 


Albany... 


New 


Residential 


Oct. 1953 
$ 29,000 





Astoria 





Baker... 


7,000 
21,540 





Bend 





Coos Bay 


000 
000 








Corvallis 





43,000 





Eugene... 


42,500 





Forest Grove 
Grants Pass... 
Klamath Falls... 











45,700 
17,625 





8,500 





La Grande 


8,000 





Medford 





55,500 





North Bend... 
Oregon City... 








25,080 
12,000 
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22,500 
1,533,750 








Portland 
Roseburg 





15,400 





See 








Springfield _._. 
24 other cor iti 


174,700 
40,800 
241,109 





Total 


2,343,704 
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New Non- 


Residential 


Oct. 1953 


$ 4,600 
30,775 
16,300 

2,190 
14,000 
23,025 
75,300 

1,625 

1,850 
40,000 

2,400 
65,850 

1,000 

0c0 

8,500 

1,321,050 
250,100 
309,945 
13,500 
199,636 


$2,386,7 46 


Additions, 


Alterations 
& Repairs 
Oct. 1953 


$ 3,800 
28,975 
3,300 
5,210 
16,440 
6,291 
83,065 
6,575 
9,810 
16,700 
4,379 
20,374 
7,365 
5,300 
107,275 
1,250,470 
39,099 
62,215 
2,480 
111,909 


$1,791,032 


Totals 
Oct. 1953 


$ 37,400 
66,750 
41,140 

7,400 
30,440 
72,316 

200,865 
53,900 
29,285 
71,200 
14,779 
141,724 
33,445 
17,300 
138,275 
4,105,270 
304,599 
545,960 
56,7 
552,654 


$6,521,482 


Totals 
Sept. 1953 


$ 141,200 
30,955 
253,400 
45,161 
85,135 
58,185 
677 ,250 
31,250 
89,310 
59,095 
146,810 
114,396 
124,351 
53,425 
21,737 
3,212,905 
46,865 
364,526 
164,075 
457,369 


ess Research. 


Totals 
Oct. 1952 


$ 55,300 
93,384 
47,330 
28,500 

114,905 
91,565 
258,749 
98,875 
104,626 
207 .240 
37,485 
75,922 
244,995 
65,1605 
13,625 
3,536,775 
182,602 
1,373,009 
109,830 
548,261 


$7,288,143 
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